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MEETING MINUTES1

Meeting Date: October 20, 2004
Meeting Time: 10:00 A.M.
Meeting Place: State House, 200 W. Washington

St., Room 404
Meeting City: Indianapolis, Indiana
Meeting Number: 3

Members Present: Rep. Thomas Kromkowski, Chairperson; Rep. Ron Liggett; Rep.
Lawrence Buell; Rep. Richard Mangus; Sen. R. Michael Young;
Sen. Allie Craycraft; Sen. Larry Lutz; Bruce Schweizer; William
Gettings. Jr.; Steve Meno; Kip White.

Members Absent: Sen. Joseph Harrison.

Representative Thomas Kromkowski, chair of the Pension Management Oversight
Commission (the Commission), called the meeting to order at 10:05 a.m. The minutes of
the September 22, 2004, meeting of the Commission were approved unanimously.

I. Discussion of Preliminary Draft 3424 concerning the Indiana Deferred
Compensation Plan Statute (IC 5-10-1.1)

Staff explained that Preliminary Draft 3424 (Exhibit 1) amends IC 5-10-1.1-7 to allow a
political subdivision to offer to its employees both: (1) the state's Hoosier S.T.A.R.T. 457
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Deferred Compensation Plan; and (2) a locally adopted 457 plan using one or more private
vendors. Current law requires a political subdivision that wants to adopt a 457 plan to offer
one, but not both, of these options. 

Jeffrey Heinzmann, Deputy Auditor of Policy and Legal Counsel, Auditor of State's office,
and Matt Brase representing the Indiana Association of Cities and Towns spoke in favor of
the Preliminary Draft. 

The Commission by a unanimous vote recommended Preliminary Draft 3424 for
introduction in the 2005 session of the General Assembly.

II. Discussion of Preliminary Draft 3425 concerning the Prosecuting Attorneys
Retirement Fund

Staff explained that Preliminary Draft 3425 (Exhibit 2) amends IC 33-39-7-15, IC 33-39-7-
16, and IC 33-39-7-19 by reducing from ten to eight the years of service credit required for
a participant to vest in the Prosecuting Attorneys Retirement Fund. These changes apply
to participants in the fund who: (1) are serving on July 1, 2005, or (2) begin service after
July 1, 2005.

The Commission by a unanimous vote recommended Preliminary Draft 3425 for
introduction in the 2005 session of the General Assembly.

III. Discussion of Preliminary Draft 3274 concerning the Judges' Retirement System 

Staff explained that Preliminary Draft 3274 (Exhibit 3) amends IC 33-23-5-13, IC 33-38-6-
9, and IC 33-38-8 to allow a person who is serving as a full-time magistrate on July 1,
2005, and requires a person who begins serving as a full-time magistrate after that date, to
become a participant in the Judges' 1985 Benefit System. The draft permits a magistrate
who is a participant in the Judges' 1985 Benefit System to purchase, at full actuarial cost,
service credit for prior service covered by an Indiana public employees retirement fund.
Finally, the draft adds IC 33-38-8-24 to the Indiana Code. IC 33-38-8-24 increases the
monthly benefit payable to participants, survivors, and beneficiaries of the Judges' 1985
Benefit System by the same percentages and under the same conditions as the monthly
benefit is increased for members of the Public Employees' Retirement Fund (PERF). 

In response to questions from Commission members, Mary Beth Braitman of Ice Miller
discussed the benefit forfeiture provisions of the various public pension funds. Forfeitures
are not automatic and require some finding by a fund's governing body before a benefit is
suspended or stopped. Tim Miles, the Mooresville, Indiana, police chief, representing the
Police Chiefs Association, described the forfeiture provisions that apply to the local public
safety pension funds. 

Judge John Baker of the Indiana Court of Appeals, representing the Indiana Judges
Association, thanked the Commission for its consideration of the Judges' Retirement
System proposals. He urged the adoption of the proposal concerning magistrates in order
to continue the professionalization of the magistrate position. He also supported a cost of
living adjustment (COLA) for the Judges' 1985 Benefit System, The benefits paid by the
state's two judges' retirements plans are quite different. The Judges' 1977 Benefit System
adjusts the benefits that it pays as the salaries on which the benefits are based are
increased. The Judges' 1985 Benefit System does not adjust the benefit after a participant
retires. The addition of a COLA to the Judges' 1985 Benefit System would make the two
retirement systems more comparable. In response to a Commission member's question,
Judge Baker responded that judges have not received a pay increase since 1995.
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In response to a request by Commission members, staff distributed an updated fiscal
impact report for Preliminary Draft 3274 (Exhibit 4).  

Doug Todd, McCready & Keene, the actuary for PERF, discussed the funding of the
judges' proposals. The Judges' Retirement System is funded on a "pay as you go" basis
which means that the amounts required to pay benefits are appropriated annually. The
adoption of these two proposals would increase the System's  unfunded actuarial liability
by $4.62 million ($1.23 million for the COLA and $3.31 million for the magistrates). The
total unfunded accrued liability of the Judges' Retirement System, including these
proposals, would be $81 million. In response to a Commission member's question, Mr.
Todd said that the funding of the Judges' Retirement System is gradually improving,
mostly because there have been no judicial salary increases. 

The Commission by a vote of 7-4 recommended Preliminary Draft 3274 for introduction in
the 2005 session of the General Assembly.

IV. Discussion of Preliminary Draft 3275 concerning the State Excise Police and
Conservation Enforcement Officers' Retirement Fund

Staff explained that PD 3275 (Exhibit 5) amends IC 5-10-5.5 so that a participant in the
State Excise Police and Conservation Enforcement Officers' Retirement Fund is eligible to
retire with an unreduced benefit when the participant's age plus years of service equals at
least 85. Currently, a participant must be at least age 55 and meet these age and service
requirements in order to retire with an unreduced benefit. The draft would also set the
percentage increase in a participant's annual retirement allowance at 1 2/3% of a
participant's average annual salary for each completed year of creditable service over ten
years. The current percentage increases are 1 2/3% for each completed year of creditable
service over ten years and less than 25 years, and 1% for each completed year of
creditable service over 25 years. Finally, the draft would require the PERF Board of
Trustees to establish, before January 1, 2007, a deferred retirement option plan (DROP)
for plan participants.

Officer Jeff Wells, Division of Law Enforcement, Department of Natural Resources, spoke
in support of the Preliminary Draft. 

Senator Craycraft proposed that the Preliminary Draft be amended by adding and
amending IC 5-10-8-2.6 to require local units to offer group health insurance to public
employees who retired after January 1, 1985. Currently, local unit public employers must
offer this coverage to employees who retired after June 30, 1986. Representative
Kromkowski asked Ms. Braitman to determine the number of people who would be
affected by the proposed amendment and to draft language to address Senator Craycraft's
proposal. Representative Kromkowski also suggested that this issue be handled in a
separate bill that he will author. 

The Commission by a unanimous vote recommended Preliminary Draft 3275 for
introduction in the 2005 session of the General Assembly.

V. PERF and the Indiana State Teachers' Retirement Fund (TRF) Fiscal Operations
Reports

The Commission accepted PERF's and TRF's 2004 Fiscal Operations Reports as
submitted. (The PERF Report is Exhibit 6; the TRF Report is Exhibit 7.) The annual reports
are required by IC 5-10.3-3-7(14) and IC 21-6.1-3-6(15).
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VI. Adoption of the Commission's Final Report

The Commission by a unanimous vote adopted its final report. (The draft final report is
Exhibit 8.)

Representative Kromkowski thanked the Commission members for their service and
expressed appreciation to the Commission's staff and the witnesses who appeared before
the Commission. He especially commended Senator Young for his thoughtful questions. 

Representative Kromkowski adjourned the meeting at 10:50 a.m.
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